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Digest of
A Performance Audit Of
Utah's Office of Recovery Services

This audit was initiated in response to a Legislative Process Committee request for an in-
depth budget review of the Office of Recovery Services (ORS). In addition to the in-depth
review, we were asked to determine if appropriate collection methods were used by the Bureau
of Child Support Services (BCSS). Also, we reviewed the Bureau of Investigations and
Collection's (BIC) effectiveness at detecting and deterring welfare fraud. This audit identifies
four areas of concern. First, there seem to be few consequences for those people who commit
welfare fraud. Second, stronger judicial action is justified in some child support cases but is
not taken by BCSS. Third, BCSS child support collections could increase by as much as $2.9
million if more determined collection approaches were made. Fourth, AFDC collections need
to be improved. Because of a greater focus by caseworkers on non-AFDC cases, as much as
$1.7 million in FY 1993 AFDC collections were lost.

The ORS was established in 1975 and is located within the Department of Human Services
(DHS). ORS is charged with collecting assigned child support for welfare recipients,
collecting child support for other custodial parents upon their request, providing payment
transfers from the non-custodial parent to the custodial parent for all child support orders
established or modified after January 1994 as required by federal mandate, and recovering
other debts such as benefit overpayments for DHS. To accomplish their mission, ORS has
established two bureaus: The Bureau of Child Support Services and the Bureau of
Investigations and Collections.

Since its establishment, BCSS's collections have increased dramatically and staffing has
increased moderately. In FY 1977, the BCSS had 73 line employees and collected
approximately $3.2 million. In FY 1993, the BCSS had 256 line employees and collected
$58.8 million. Thus, over a seventeen year period, the number of BCSS employees tripled
while collections multiplied 18 times over. BIC's collections have also grown dramatically
over time while staffing has grown moderately. In FY 1977, the BIC had 25 line employees
and collected $1.4 million. In FY 1993, the BIC had 101 line employees and collected $14
million. Thus, over a seventeen year period, the number of BIC employees quadrupled while
collections grew 10 times.



The following summaries identify the most significant findings and conclusions of the audit:

Little Consequence Exists For Those Committing Welfare Fraud. The occurence of
welfare fraud along Utah's Wasatch Front is often detected by the BIC but goes largely
unpunished in any substantive measure. The result is that DHS lacks an aggressive
effort in deterring fraud. We have concerns in four areas. First, welfare
disqualifications are not properly enforced. The disqualification is the primary tool
used by the state to control welfare violations. Serious violators (those defrauding the
system) are denied benefits. Our test sample shows that the majority of program
violators who were to be disqualified were not denied any benefits or most likely will
not be denied any benefits upon returning to the welfare system. Second, fraud
referrals to rural Utah are often not investigated. In fact, our test sample found only 12
percent which were investigated. As a result, fraud in the rural areas goes largely
undetected and unpunished. Both the problems with disqualifications and rural fraud
investigations stem from poor communication and role confusion between BIC and the
Office of Family Support (OFS) which is supposed to act on disqualifications and
perform rural fraud investigations. Third, we noted that little effective action is taken
to deter the incidence of public assistance check fraud. Penalties of criminal
prosecution and disqualifications are for the most part not enforced. Furthermore, past
actions to recover overpayments from recipients have taken excessive amounts of time
which could contribute to the problem of repeat check fraud. Fourth, BIC should place
greater emphasis on fraud deterrence through a more aggressive criminal prosecution
effort. Currently, BIC prosecutes less than 1 percent of investigated cases, far less than
what is done in other states. BIC could refer more cases for criminal prosecution if
their prosecution criteria were changed.

Stronger Judicial Action Is Justified. BCSS needs to more aggressively pursue
judicial enforcement when non-custodial parents do not pay child support. Our analysis
indicates that 17 percent meet the criteria for judicial enforcement action; however, no
judicial action has occurred. This is regrettable since judicial enforcement remedies
can be effective in collecting child support from resistive non-custodial parents. It
appears that many BCSS caseworkers do not use judicial enforcement because of
perceptions of judicial remedies.

Child Support Collections Can Increase. BCSS collects 38 cents for every child
support dollar owed. This overall rate could possibly be increased to 43 cents by
improving regional collection rates. In FY 1993, an increase of 5 cents per dollar owed
would have resulted in an additional $2.9 million in collections. There are significant
collection rate differences among the regions. Specifically, the Salt Lake region, which
has 50 percent of the caseload, has the lowest regional collection rate. These collection
rates have the potential to improve based on an analysis of regional income data. We
believe collection rate improvement can result from a more determined approach to
case management. Specifically, caseworkers need to actively monitor non-paying cases
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frequently for circumstantial changes. In addition, caseworkers need to show more
initiative and less passive and reactive behavior.

AFDC Collections Need Improvement. Collection percentages for Aid-To-Families-
With-Dependant-Children (AFDC) cases have fallen while collection percentages for
non-AFDC cases have risen. AFDC collections are an important revenue source to the
state because the state keeps 25 percent of all AFDC money collected. The federal
government gets the remaining 75 percent. Because AFDC collection percentages have
fallen, we estimate the state lost as much as $1.7 million in AFDC collections in FY
1993. Caseworkers maintain that this shift from AFDC to non-AFDC collections has
occurred because non-AFDC custodial parents demand their time whereas AFDC
custodial parents do not. Other child support collection agencies are trying to manage
the impact of non-AFDC clients.
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Chapter |
Introduction

This audit of the Office of Recover Services (ORS) is the result of a Legislative Process
Committee request that ORS receive an in-depth budget review in 1994. We reviewed two
ORS responsibilities: collecting and enforcing child support orders and detecting and deterring
welfare fraud. Our analysis identified that there are few consequences for those who commit
welfare fraud. We also found that stronger legal action is justified in the enforcement of child
support orders. Also, we determined that child support collections could be improved with a
more determined collection effort. Finally, we determined that public assistance child support
collections need to be improved.

The Office of Recovery Services was established in 1975 and is located within the
Department of Human Services (DHS). ORS is charged with collecting assigned child support
for welfare recipients, collecting child support for other custodial parents upon their request,
and recovering other debts such as benefit overpayments for DHS. Towards this end, ORS has
established the following mission:

It is the purpose of the Office of Recovery Services to promote quality, integrity, and
responsible actions regarding child support obligations, paternity establishment, third-
party accountability for medical obligations and the reduction of fraud and abuse in
public assistance programs.

To accomplish their mission, ORS has established two bureaus: The Bureau of Child Support
Services (BCSS) and the Bureau of Investigations and Collections (BIC).

BCSS Is Charged With Child Support Collections

BCSS was created in response to the enactment of Title IV-D of the U.S. Social Security
Act. Title IV-D's purpose was to strengthen state child support enforcement efforts by
obtaining support for two groups: (1) children receiving public assistance, primarily Aid-To-
Families-With-Dependant-Children (AFDC cases), and (2) children not receiving public
assistance (non-AFDC cases) but for whom child support is owed. The enactment of Title IV-
D required that all states create a child support enforcement program to carry out the
requirements outlined; BCSS is charged with that responsibility.

Specifically, BCSS must perform the following functions on all cases within federally



mandated time frames:

Locate the absent non-custodial parent;

Establish paternity when necessary;

Establish support orders when absent;

Enforce, review and adjust support orders;
Collect and monitor support payments; and
Establish and enforce health insurance obligations

To accomplish these tasks, BCSS has divided its workers among four types of teams: two basic
teams and two specialty teams. The two basic types of teams are the Intake, Locate, and Order
Establishment (ILO) teams and the Collection, Enforcement, and Relocate (CER) teams. The
ILO teams open the case, locate the non-custodial parent if necessary and establish a support
order if necessary. Once the order has been established, the ILO team transfers the case to a
CER team. The CER team collects and monitors support payments. If payments cease, the
team will try and relocate the non-custodial parent, if necessary, locate any new employer and
assets, and then take necessary steps to enforce the support order.

In addition to these two basic types of teams, there are also two types of specialty teams.
The first is a paternity team. A paternity team is basically an ILO team with the added
function of having to legally establish paternity of the child. The second specialty team is an
interstate team. Interstate teams act as conduits for cases which cross state lines. For
example, if the custodial parent lives in Utah and the non-custodial parent lives in California,
the interstate team will prepare and process the legal paperwork necessary to request
California's enforcement of Utah's support order. The interstate team also registers and
forwards to a Utah CER team, other state's requests for Utah's enforcement of their support
orders.

Since its establishment, BCSS's collections have increased dramatically and staffing has
increased moderately. In FY 1977, the BCSS had 73 line employees and collected
approximately $3.2 million. In FY 1993, the BCSS had 256 line employees and collected
$58.8 million. Thus, over a seventeen-year period, the number of BCSS employees tripled
while collections multiplied 18 times over.

The State of Utah has been a leader in child support collections for many years. In fact,
Utah was one of the first states to take the collection of child support seriously. Utah's
prominence in child support collections was recently recognized in a national report published
by the Children's Defense Fund. Using federal data, the Children's Defense Fund recognized
Utah as one of the top ten states in child support collections. That BCSS has achieved national
recognition is admirable given their operating climate.



Outside Factors Affect BCSS's Service

BCSS operations are strongly affected by federal mandates. Also, the various customer
interests with whom BCSS deals, often make conflicting demands on the system. Customers
include the custodial parent, the non-custodial parent, the child(ren), and the taxpayers. Thus,
BCSS needs to identify the most important customer and act accordingly. It is possible that the
Legislature could help BCSS with this latter issue.

Federal mandates strongly impact BCSS's working climate. First, there are federal
timeframes that must be met for many BCSS functions. It is important to meet these
timeframes because federal auditors are compliance oriented rather than effectiveness oriented.
When a federal audit identifies an area in which BCSS is out of compliance, federal monetary
sanctions are possible. Second, there are federal program mandates which must also be met
or, again, federal sanctions are risked. The new computerized accounting and data search
system (called ORSIS), which must be operational by October 1995, is a very good example of
a federal program mandate. Another good example is the required enforcement of medical
insurance coverage on all support orders in BCSS's caseload. BCSS was given two years to
complete this project or face federal sanctions. BCSS has just completed this project. A final
example is the federal mandate requiring universal income witholding on all child support
orders after January 1994. Unless the child support order specifically requests that BCSS not
be involved in transferring child support payments from the non-custodial parent to the
custodial parent, BCSS is required to perform the function through income withholding.
Because of this federal requirement, BCSS's caseload will probably increase significantly.

Not only do federal mandates make strong demands on BCSS, but the environment that
BCSS operates within is often hostile with different clients making conflicting demands. On
the one hand, the custodial parent wants BCSS to collect all that is owed. If BCSS does not do
this, the custodial parent is unhappy. On the other hand, the non-custodial parent is often
resistive to paying child support. If BCSS collects any child support money, the non-custodial
parent is unhappy. In addition, there are the taxpayers for whom child support programs were
originally started. The taxpayers as a whole might also be unhappy if collections are not
maximized since this means the taxpayer burden for family support will be larger than
necessary. As can be seen, the demands made on child support collections can conflict. This
problem is further compounded by the caseworker's belief that DHS wants the worker to
please all parties involved which is not possible. In our opinion, the most important BCSS
client is the taxpayer. As a result, we believe BCSS should focus itself on providing services
which would maximize the benefit to the taxpayer. Towards this end, our report focuses on
changes BCSS should make to better serve the taxpayer by increasing child support collections.

In addition to BCSS, ORS also has a second bureau, BIC.



BIC Is Charged With Collecting Other Debts Owed the State

BICs' goal is to collect money from responsible parties to reimburse various state
expenditures. In addition, BIC is also responsible for investigating and deterring fraud within
Human Service's programs. Specifically, BIC performs the following functions:

On behalf of the AFDC, General Assistance, Food Stamp, Medicaid, Day Care,
UMAP, and HEAT programs, BIC identifies, establishes, and collects overpayments;

On behalf of Foster Care and Youth Corrections, BIC recovers a portion of the state's
cost of care.

On behalf of the Office of Family Support, BIC investigates allegations of fraud,
including check fraud, on open and closed public assistance cases;

On behalf of the Division of Health Care Financing, BIC identifies and maintains
insurance coverage information on public assistance recipients, collects provider
overpayments and collects from the primary insurance carrier when recipients have
other health insurance coverage;

On behalf of the Utah State Hospital, BIC establishes and enforces medical support
orders;

Finally, BIC recovers General Assistance reimbursements from individuals who
subsequently become eligible for Supplemental Security Income (SSI) and receive
retroactive benefits from SSI.

To accomplish these tasks, BIC has divided into three functional areas: the first area focuses on
overpayments and fraud, the second area focuses on medical cost recovery and the third area
focuses on general cost recovery.

As with BCSS, BIC's collections have grown dramatically over time while staffing has
grown moderately. In FY 1977, the BIC had 25 line employees and collected $1.4 million. In
FY 1993, the BIC had 101 line employees and collected $14 million. Thus, over a seventeen
year period, the number of BIC employees quadrupled while collections grew 10 times.

While BIC has three functional areas, our audit focused on the public assistance and check
fraud investigative unit.



The BIC Investigative Unit Detects and Deters Welfare Fraud

The investigative unit within BIC was established in August 1991 as a way of assisting
DHS in detecting welfare fraud and recovering associated monies. Welfare fraud occurs when
a welfare recipient intentionally misrepresents or conceals certain information regarding
eligibility in order to receive benefits. Instances of welfare fraud are also referred to as
"intentional program violations." Most occurrences of welfare fraud relate to a recipient's
failure to report income, earnings, or assets that would affect eligibility, or the failure to
accurately report the number of, or changes in the number of, people living in the recipient
household.

The BIC investigative unit is staffed with an investigative manager, 13 investigators, and
an investigative technician. Most of the fraud referrals BIC receives come either from the
Office of Family Support (OFS), where recipients apply for and receive welfare benefits, or
from a toll-free fraud hotline. In FY 1994, the investigative unit within BIC investigated more
than 4,000 allegations of welfare fraud along the Wasatch Front. Investigators work these
cases by examining a variety of computer screens containing recipient information, through
contacting OFS caseworkers, and through field visits to the recipient's neighbors, landlords,
employers, and the recipients themselves to gather information.

Investigations where fraud is found are sent to another unit within BIC that calculates the
overpayment, which represents the dollar amount of welfare fraudulently obtained. In
addition, this unit establishes a schedule for recipients to pay back the debt to BIC. The total
dollar amount of benefits fraudulently obtained in FY 1994 as detected by BIC was about
$888,000. In addition to requiring payback of the money fraudulently obtained, BIC has a
disqualification program for program violators, and occasionally pursues criminal prosecution
in some cases. The disqualification program and criminal prosecution effort serve as the chief
methods of penalizing defrauding recipients and deterring future fraud. However, as discussed
in the next chapter, we have serious concerns with the effectiveness of the disqualification and
prosecution efforts and the extent to which they are actually deterring fraud.

The relationship between BIC and OFS is important relative to welfare fraud investigations.
OFS is where individuals and families apply for public assistance. OFS also issues the welfare
benefits, which are most commonly in the form of financial aid (Aid to Families with
Dependent Children) and food stamps. They also determine eligibility for medical assistance,
but these benefits are administered through the Department of Health. Much of the pertinent
case information that will assist BIC in their investigations can be obtained from OFS
caseworkers. Also, the caseworkers rely on BIC to provide them with case information about
the investigation so they can remove the client from public assistance if applicable. In
addition, OFS also has investigators in its offices throughout the state who conduct welfare
fraud investigations, as well as verify the eligibility information of welfare applicants before
they receive benefits. As will be discussed in Chapter II, the communication and



understanding of responsibilities between BIC and OFS is not effective, and we are concerned
that this has lead to a lack of detection and deterrence of welfare fraud.

Audit Objectives

This audit was initiated by the Legislative Process Committee which determined that ORS
would undergo the 1994 in-depth budget review. In addition to the in-depth review, this audit
was to determine if appropriate collection methods were used by BCSS. We also reviewed
BIC's effectiveness in detecting and deterring welfare fraud. In addition, this audit also
addresses other issues identified during the audit. Specifically, the audit addresses the
following objectives:

1. Determine whether the investigative unit within BIC is effective at detecting and
deterring fraud.

2. Determine whether BCSS uses appropriate enforcement methods to collect child
support money owed.

3. Determine if child support collections could increase using different collection
methods.

4. Determine if appropriate emphasis is given to AFDC child support collections.

Audit Scope

This audit was limited to an examination of the programs and procedures within the Bureau
of Child Support Services and the public assistance and check fraud investigative unit within
the Bureau of Investigations and Collections. We did not review the medical cost-recovery
unit or the general cost recovery unit with the Bureau of Investigations and Collections in
depth.

The audit was further limited within BCSS. Specifically, we only reviewed child support
cases on CER teams. These are cases which have an enforceable child support order in place
and collection efforts are occurring. In addition, we only reviewed cases in which the non-
custodial parent resided in Utah. We did not review interstate cases, paternity cases, Or cases
on the ILO teams. As a result, we make no statements about these areas.

Initially, we randomly sampled 233 child support cases. Of these cases, 151 were in the



CER function. After eliminating those cases in which the non-custodial parent resided outside
Utah, 111 cases remained. We reviewed these cases in detail. All the available case narratives
were reviewed and all payment information was checked for accuracy with the balances
brought current to July 1994. In addition, our review involved numerous discussions with
agency personnel, custodial parents, and individuals outside the agency.

In reviewing BIC, we randomly sampled cases in four areas: disqualified cases, rural fraud
cases, check fraud cases, and criminal prosecution cases. In addition, our review involved
numerous discussions with agency personnel, observational work of functions performed, and
attendance at a national conference on welfare fraud.

This report discusses ways that ORS management can improve its organization, possibly
through prioritizing its work. Prioritization is important for ORS because of their large
caseloads. While doing audit work, it was our observation that ORS employees are
overwhelmed with their caseloads. In fact, caseload issues appear to be a concern nationally.
We are hopeful that this report will help ORS better prioritize its work.
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Chapter I
Little Consequence Exists For Those
Committing Welfare Fraud

The occurrence of welfare fraud along Utah's Wasatch Front is often times detected by the
Office of Recovery Services (ORS), but is typically not penalized in any substantive measure.
The result is that the Department of Human Services (DHS) lacks an aggressive effort to deter
fraud from occurring. This is significant because ORS detected about $888,000 in welfare
benefits fraudulently obtained in FY 1994. Though ORS does a good job of detecting
fraudulent behavior, and recipients are required to pay restitution to ORS equal to the amount
of money fraudulently obtained, a significant penalty to serve as a deterrent is lacking in the
majority of instances. It is our opinion that without an effective penalty to discourage
recipients from engaging in welfare fraud, the occurrence of fraud will continue and even
increase.

This chapter discusses the need for ORS to make greater efforts to deter welfare fraud
through the implementation of more severe penalties. In the first section, we will discuss the
lack of actual enforcement of disqualifying recipients from receiving welfare benefits for
intentional program violations. The second section will address an absence of investigation of
fraud cases in the rural areas of the state. The concerns in both of these sections relate directly
to poor communication and role confusion between ORS and the Office of Family Support
(OFS), which we will also discuss. The third section of this chapter will address an historical
lack of consequence for recipients who fraudulently obtain replacement welfare checks. The
final section will discuss the need for ORS to become more aggressive in deterring fraud by
prosecuting more cases criminally. Throughout this chapter, we are emphasizing the need for
ORS to become more aggressive in pursuing and deterring welfare fraud. Doing so will help
ORS follow what is specifically expressed in its own mission statement, and prevent the loss of
future welfare dollars.

The disqualification program, created by the federal government, imposes penalties against
recipients who commit fraud by intentionally withholding or misrepresenting information that
would affect their eligibility for welfare. Disqualification is to be carried out when it can be
shown that a recipient has intentionally violated the rules of either the Aid to Families with
Dependent Children (AFDC) or Food Stamp program. The penalty for an intentional program
violation in either program is that the individual committing the fraud is disqualified from
receiving welfare benefits in the associated program for either 6 months, 12 months, or
permanently, depending on whether it is a first-, second-, or third-time violation. In any case,



only the individual committing fraud is disqualified from the program, with other eligible
household members continuing to receive assistance. The disqualification determination is
made by ORS, and then sent to OFS offices for actual implementation. The disqualification is
in addition to the requirement that recipients pay back to ORS the amount of assistance
fraudulently obtained, and is thus designed to deter recipients from committing future program
violations. Administratively, it is the chief means by which DHS penalizes recipients who
violate the rules of welfare programs.

Welfare Disqualifications Are Not Properly Enforced

Based on a random sample of 54 welfare fraud cases reviewed, we found the process of
disqualifying recipients from welfare for intentional program violations is not effective. Our
tests show the majority of program violators were not properly disqualified, or very likely will
not be disqualified if they reapply for welfare. Because of this, tax dollars are being wasted
through the distribution of undeserved benefits as well as through unnecessary administrative
costs. More importantly, however, is the ironic fact that the disqualification program lacks the
penalty and deterrent effect which it was specifically designed to provide, and thus does little
to control and prevent the loss of welfare dollars. This problem is due to poor communication
between ORS and the OFS, inadequate OFS training policies, and also an ineffective computer
tracking system. The problem is further aggravated by unclear federal policies relative to the
disqualification program. We believe a process must be designed to make certain that
disqualifications are implemented in their entirety. In addition, we believe this should be
accomplished by a computer system which will minimize the need for information transfer
between offices as well as the possibility of human error.

Problems Exist in the Disqualification Program

In a sample of FY 1993 recipients who were to be disqualified, we found problems with
implementation of the penalty in a total of 57 percent of the cases reviewed. ORS provided the
audit team with a computer-generated list of 550 participants where a determination to
disqualify was made during FY 1993 due to intentional program violations. Our random
sample consisted of 54 cases from this universe of 550 participants. In conducting this survey,
we accessed several ORS and OFS computer screens which contain recipient information.
Relevant coding allowed us to see each participant's eligibility history, and whether or not a
participant was actually disqualified for a specified time period. For further verification of the
computer information, we visited several OFS offices and contacted others by phone to see if
they were aware of the disqualification notice.

In 19 percent of the cases sampled, the recipients did not actually serve any of their
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disqualification penalty. In another 7 percent of the cases, the recipients only served part of
the disqualification penalty. Further, we found that in another 31 percent of the sample, the
recipients are currently not receiving welfare, but will likely not serve the disqualification if
they return to public assistance in the future because of a poor computer notification and
tracking system. Only 43 percent of the cases in our sample were processed correctly so the
recipient was disqualified for the appropriate amount of time. Figure I summarizes the results
of the cases in our sample.

Figure I
Results of Disqualifications Reviewed
(Sample = 54)

Percent
Number of
of Cases Sample Case Status

10 19%  Participants did not serve any of their disqualification and either
remained on welfare or were recertified at a later date.

4 7 Participants served part of their disqualification, but for no
apparent reason were prematurely recertified for benefits.

17 31 Participants are currently not on welfare, but upon recertification
will likely not be disqualified due to a poor notification and
tracking system.

31 57 Subtotal

23 43 Participants who were actually disqualified from welfare for the
appropriate amount of time.

54 100%  Totals

As Figure I shows, problems or concerns exist with 31 of the sample of 54 recipient cases
reviewed (57 percent). We believe there is no reason that all disqualifications should not be
effectively implemented. In addition to the sample of 54 cases we reviewed, we observed
several other cases while visiting OFS offices which also involved the same problems as those
found in our sample.

In the sample of 54 recipients, ten (19 percent) did not serve any of their disqualification
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penalty, but rather they remained on welfare affer the disqualification was to have been
implemented. For example, in May 1993 a recipient was determined to be disqualified for six
months from both AFDC and food stamps because she had failed to report to OFS
unemployment compensation received while on welfare. The computer screens show the
recipient is currently receiving assistance and was never disqualified from either food stamps
or AFDC. The tax dollars lost in this case due to this recipient not being disqualified and not
having her benefits reduced amounts to $1,218. In another example, ORS determined in April
1993 that a recipient should be disqualified from food stamps and AFDC because she had
misrepresented to OFS her household size. The computer screens show the recipient returned
to food stamps in September 1993 and AFDC in October 1993, but was never disqualified from
either program. When we visited the OFS field office, we found no evidence of the
disqualification notice in the recipient's case file, nor did the supervisor over this case know
anything about the pending disqualification. However, the supervisor agreed that the recipient
should have been disqualified upon returning to assistance. In this case, $1,392 in tax dollars
were lost because the recipient did not serve the disqualification.

Four recipients in the sample (7 percent) did serve part of their disqualification penalty,
but, for no apparent reason, were recertified for public assistance before the entire
disqualification was fulfilled. For example, a recipient who was to have been disqualified
from food stamps for 6 months only served four months of that disqualification, from June
1993 through September 1993. For no apparent reason, the recipient was allowed back on
welfare for October and November when she should have been serving the final two months of
the disqualification. The total dollar amount lost in these fourteen cases (19 percent + 7
percent) because the disqualification was not imposed, or only partially imposed, is estimated
at about $6,400. If we project this sample, assuming it is representative, to the entire
population of 550 recipients who were to be disqualified, the estimated loss is about $64,000.

Another 17 of the recipients in the sample of 54 (31 percent) are currently not receiving
assistance, and have served none of their disqualification penalty. The concern in these cases
is that no "alert" has been set on the computer system which will indicate to the OFS
caseworker that the penalty should begin when the individual reapplies and becomes eligible
for benefits. The absence of an alert code in the computer in these seventeen cases suggests
that the penalty will very likely not be implemented if the recipient returns to public assistance.
To confirm what was indicated on the computer screens, we visited with several OFS
caseworkers assigned these individuals cases. Among the caseworkers we talked to, none were
aware or sure that the recipient was to be disqualified, which means it is very unlikely to
happen since it is the caseworker's responsibility to actually implement. As an example, ORS
determined in July 1993 that a particular recipient should be disqualified from food stamps
when she reapplied and became eligible for welfare. When we contacted the recipient's
caseworker, however, she verified that there is currently no alert in the system to serve as a
reminder to disqualify the participant upon re-entry to the system, and she had no knowledge
that the particular recipient faces disqualification when she reapplies for benefits. The $64,000
loss mentioned in the previous paragraph increases substantially if the recipients who face
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disqualification upon reentry to welfare are not actually disqualified because of the poor
tracking system.
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Poor Communication Exists Between ORS and OFS

The ineffectiveness of the disqualification program is due to inadequate communication
between ORS and OFS. OFS caseworkers are supposed to implement recipient
disqualifications after being notified by ORS that a disqualification determination has been
made. In addition, things such as caseworker turnover at OFS and a poor computer tracking
system add to the problem. Our main concern with this area, as expressed earlier, is that the
disqualification program, which is designed to deter welfare fraud, completely loses its
effectiveness if recipients do not actually experience a penalty for their program violation.
Even in cases where part of the penalty is served, it is for less of a time period than was
originally indicated to the recipients, and they are sent conflicting messages.

As mentioned above, we verified the lack of proper disqualification by pulling the case files
of recipients in OFS offices along the Wasatch Front. If ORS fails to send the disqualification
notice to the appropriate OFS field office, or if OFS misplaces the notice, the caseworker does
not know to disqualify the participant. In fact, in all cases of disqualification, some written
form of communication should be evident in the OFS case file. Further, the caseworker is to
maintain a written narrative of all activity relevant to a recipient in the case file, and this
certainly should include disqualification information.

In some of the cases, we found neither a disqualification notice in the OFS file, nor any
written narrative relating to a disqualification. In at least one other case, there was no
disqualification form in the file, but the caseworker did provide a written narrative of the
disqualification. Nevertheless, the participant was still allowed back on assistance
prematurely. In these cases, it is hard to determine with any certainty whether disqualification
notices were sent by ORS, or, if they were, whether OFS lost them or improperly processed
them.

Poor communication is not the only cause of recipients not being disqualified, as is evident
in case files which contained both forms and written narratives, but where the participants
were still not disqualified. On these field visits, OFS caseworkers provided other possible
reasons why the disqualifications did not occur properly: high caseworker turnover and
insufficient training, which leads to poor case management, and the lack of a computerized
system for effectively tracking disqualifications.

Caseworker Training and Turnover Create Problems. In the written narratives of many
of the files we reviewed, there was evidence of high employee turnover as shown by the
entries of many different OFS caseworkers throughout the history of the case. One OFS
supervisor told us that even though there is a running narrative kept from caseworker to
caseworker, a new worker seldom wades through the case to review the history. So, if a
participant had a disqualification to fulfill which was mentioned in the narrative, it is still quite
possible the information would be overlooked after a caseworker change. Also, we obtained
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evidence that some caseworkers do not understand disqualification policy and need proper
training. Four caseworkers suggested that they had not received adequate training on using
system alerts, or adequate training on the disqualification policies. One caseworker said she
recalls some training on system alerts, but does not recall specific training which reviewed the
disqualification portion of the policy handbooks. Even one of the caseworker supervisors we
talked with seemed unfamiliar with the implementation of the disqualification policy as
evidenced in the case of a recipient who was recertified for welfare before the penalty was ever
served.

Tracking System is Inadequate. The computer system used by OFS has numerous screens
on which a caseworker can set an "alert" showing that a participant should be disqualified.
However, the disqualification is not automatically implemented by computer but instead relies
on caseworker intervention, and the alert can be deleted from the system. The end result is
that caseworkers have no reliable way to help them track client disqualifications. For example,
a disqualified food stamp participant in the Provo region was allowed to come back on welfare
1%2 months early even though a caseworker had set an alert in the system. After the alert was
set, there was a caseworker change, and the supervisor over the case believes that the alert was
probably deleted or inadvertently overlooked by the new caseworker. Because of this
oversight, the new caseworker probably did not verify the number of months left in the
disqualification, and allowed the participant to re-enter the system early.

Many OFS caseworkers commented that the current methods of tracking recipients or
setting alerts for disqualifications are not uniform and are inadequate. Caseworkers can set
various messages for themselves and others who use the system, but these messages can be
deleted by anybody with access to system in a particular region. Additionally, there is more
than one place to enter and read messages, alerts, or status codes in the system, and not every
worker uses the same codes. In fact, some workers do not use the system, but rather "flag"
disqualifications by putting a written notification in the case file. One OFS caseworker said
that she was taught to place a "half-sheet pink slip" on the top of the file. However, there is
nothing to assure that this pink slip will stay on top of the file or that it will be understood and
implemented by a new caseworker. It is risky to use a manual system for implementing and
tracking the disqualification program. Rather, this system should be more thoroughly
automated and tightly controlled to eliminate the confusion that currently exists.

Confusion Exists at the Federal Level

Based on current interpretations from federal officials, the application of the
disqualification policy differs between the AFDC and food stamp programs. According to
both AFDC and food stamp officials, a recipient must first actually be eligible for welfare for
the disqualification to begin. Once the disqualification begins in the food stamp program, it
runs continuously—for either 6 or 12 months—regardless of whether the client remains eligible
for welfare during the whole time. In the AFDC program, however, a disqualified recipient
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must first be eligible and remain eligible for benefits for the disqualification to be in effect. In
other words, an individual who serves 3 months of a 6-month disqualification and then goes off
AFDC, will have the additional 3 months of the disqualification to fulfill whenever he/she
returns to welfare. Under the food stamp policy, the time a person is off of welfare "counts"
as fulfillment of the penalty, so long as the person began the disqualification when he/she was
eligible.

This difference in policies constitutes a major inconsistency between the ways the two
programs apply the disqualification. It is confusing because ORS uses the food stamp policy
for AFDC as well, meaning that for either program a recipient must only be eligible to begin
the disqualification, but does not have to remain eligible for the disqualification to run its
course. In our judgement, the AFDC interpretation makes much more sense. It seems that
requiring a person to be eligible throughout the disqualification is the only logical way that the
disqualification can truly be considered a penalty and have some deterrent effect, which is its
intended purpose. Recipients who maintain eligibility are very likely to understand and feel
the consequences of having their benefit level reduced. Conversely, a recipient who leaves the
system because he/she is ineligible for benefits is not experiencing any loss as a result of the
disqualification if they are not even eligible for benefits.

Evidently, our phone contact with federal officials in two regional offices has stirred up
some concern over this matter. Policy analysts will be trying to resolve the issue in
Washington and hopefully obtain uniformity between the AFDC and food stamp policies.
However, regardless of these differences in policy, it is still evident that the current
disqualification program is ineffective because, as our sample demonstrates, disqualifications
are not being imposed and thus not deterring fraud.

Disqualifications Must Be Properly Enforced

The disqualification program needs to be properly enforced so it can achieve its intended
purpose of deterring fraud. It seems logical that the process of disqualifying recipients should
be automated as much as possible through a tracking system, and there should be some
protection programmed into the computer which would prohibit the erasure of the
disqualification alert codes until the penalty is served. Furthermore, the program would be
more effective if a recipient's ability to receive welfare benefits were directly contingent upon
the complete fulfillment of the disqualification penalty. The computer system should be able to
differentiate between eligible and non-eligible participant months, track them accordingly, and
verify that the disqualification is actually being served. We believe the disqualification
program can be a deterrent to fraud, but it must be enforced uniformly and completely in order
for deterrence to be realized.

The next section of this chapter will address concerns over a lack of fraud investigation in
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rural areas of the state.

Fraud Referrals to Rural Utah Are Often not Investigated

Allegations of fraud that are referred by ORS to OFS offices outside the Wasatch Front are
typically not investigated. The results of a sample of cases we reviewed indicate that only a
small percentage of these referrals are actually investigated. This problem pertains to a
contract between ORS and OFS which defines investigative responsibilities and jurisdiction,
and it appears there is serious misunderstanding and miscommunication between the two
offices. These sampled cases should have been investigated, and statistically it is likely that
several do involve fraud and overpayments. The result of this lack of investigation is that
some welfare recipients will continue to defraud the system with little chance of being
discovered. This, in turn, means tax dollars have been lost and are continuing to be lost
through the distribution of welfare benefits to ineligible recipients. This pattern must be
reversed so that all suspicions of welfare fraud are investigated, and a penalty, if appropriate,
is imposed in an effort to deter future fraud.

Through agreement with OFS, ORS policy limits the jurisdiction of cases investigated to
Salt Lake, Utah, Davis, and Weber counties, basically the Wasatch Front. According to ORS,
fraud allegations they receive occurring in areas outside these four counties are sent to the
appropriate OFS office for investigation. As previously mentioned, OFS has investigators
throughout the state who also conduct welfare fraud investigations as well verify the eligibility
information of welfare applicants before they receive benefits. After ORS sends these referrals
to OFS, they told us they have no further involvement or responsibility in investigating these
cases.

Most of the Referrals Sampled Were Not Investigated

In a sample of 25 cases we reviewed which were referred by ORS to OFS offices for
investigation, a referral was received and actually investigated or acted upon in only 3 of the
cases. In the other 22 cases, however, we found no record of any referral in the recipient's
OFS case file, and no investigation was conducted as a result of contact from ORS.

We selected a sample of 25 cases throughout the state and called the appropriate OFS office
to discuss the case with the investigator and/or the recipient's caseworker. Our intent was to
determine how OFS conducts its investigations and to see how effectively this transfer of
information and responsibility was occurring. These cases were selected randomly, and
geographically represent many areas of the state including Randolph, Roosevelt, Moab,
Hurricane, Nephi, and Wellington. We found that in almost all cases an investigation was
never conducted, nor were the caseworkers and/or investigators aware of any ORS referral or
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allegation involving the particular recipient. In fact, we found that in all but one case, the
actual ORS referral form was not found in the recipient's OFS file. In two other cases, we
found evidence that ORS did contact OFS by telephone about the case. In total, we found
evidence in only 3 of the 25 cases (12 percent) of successful communication between the
offices regarding the fraud allegations. In all other cases, the OFS caseworkers and/or
investigators we contacted said they never received an ORS referral on the recipient in
question, and no investigation was conducted as a result of an ORS referral.

As we contacted the OFS caseworkers and investigators about these cases, we tried to
determine if there was any substance to the allegations of fraud. For example, the most
common allegation is that a welfare recipient is working and not reporting the income.
However, it is possible that the person making the allegation is mistaken or misinformed about
the facts. Even if the allegation is true, the income may be so insignificant that it does not
alter the recipient's benefit level, or the income information may already be known to the
recipient's caseworker and does not alter the recipient's eligibility. However, from reviewing
these cases in more depth with OFS workers, it appears many of them did warrant an
investigation. In addition, it is likely that many of these cases would involve fraud and
overpayment, based on the frequency of fraud found in cases ORS investigates. Further, we
discussed each of these cases with the investigative manager at ORS for a confirmation of our
conclusions. Figure II shows the likely situation in the 25 cases.

Figure IT
Results Of Rural Referrals

Number of Percent of
Cases Sample Conclusion

Referral not found in OFS case file, but:

14 56% case warrants investigation and may involve fraud
and overpayment.
5 20 allegation appears unfounded.
8 overpayment appears unlikely.

1 4 case was already under investigation.

22 88 Subtotal

3 12 Communication between ORS and OFS occurred and
case was investigated or was already under
investigation.

25 100 % Totals
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Figure II shows that 14 of the 25 cases sampled (56 percent) appear to have warranted an
investigation and may have an associated overpayment. If all 14 are indeed fraudulent cases,
the projected overpayment amounts to an estimated total of nearly $14,000. This projection is
based on the average amount of overpayment found in cases investigated and closed by ORS in
FY 1994, approximately $991. Furthermore, if this sample is representative of the entire
population of approximately 200 referrals sent to rural Utah in 1994, an estimated $111,000 in
overpayments have gone undetected, and that figure will continue to grow if not detected. The
56 percent is probably reasonable because ORS statistics indicate that about 63 percent of the
cases they investigate turn out to involve fraud. Without actually investigating each case, it is
difficult to know with certainty how serious the allegations are and how widespread the
problem may be. However, since this sample was randomly selected, we must assume it
represents a pattern that fraud allegations in rural areas are very frequently not being
investigated.

As an example of the seriousness of these cases, one of the OFS investigators we talked
with about a particular case knew nothing about the allegation that a recipient owned property
in a neighboring state which might affect her eligibility, but said he would investigate the case.
He later indicated he had looked into the allegation, confirmed it was true, closed the recipient
from public assistance as a result, and calculated an overpayment. Evidently, the recipient's
ownership of the property made her ineligible for benefits the entire 15 months she was on
welfare. The amount of benefits fraudulently obtained was $5,205 in AFDC, $3,855 in food
stamps, and $305.15 in Medicaid, or a total of $9,365.15. It is impossible to know how long
this situation might have lasted, but both the OFS investigator and his supervisor said they had
no knowledge or indication of the client owning property. This case was investigated, benefits
were stopped, and an overpayment calculated only as a result of our contacting the OFS office.
Had this case not been included in our sample, the fraud likely would have continued on
undiscovered.

Poor Communication and Role Confusion Exist

It is evident from the lack of investigation in these cases and from talking with staff in the
OFS offices that the communication between ORS and OFS is not effective. It is clearly not
acceptable to have successful communication and investigation about a fraud allegation in only
12 percent of the cases being referred, and to allow this pattern to continue is simply to allow
fraud to occur. As with the disqualification issue, we believe there is no reason there should
be a communication problem in any of these cases, and we believe those cases warranting an
investigation should be investigated. In talking to the OFS staff, it became clear that some are
unaware that ORS even sends referrals to OFS, or that there is any expectation of investigation
on their part. For example, one of the OFS investigators we spoke with said he does
occasionally receive referrals from ORS, but actually returns them because he does not know it
is his responsibility to investigate the cases.
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There is no concrete explanation by either ORS or OFS as to what is happening to these
referrals and why they are not being investigated. However, the speculation by the manager of
the investigative unit at ORS, who maintains that ORS is actually sending these referrals to the
appropriate OFS office, is that the referrals might be inadvertently sent to the wrong
caseworker due to a change in OFS workers. He also said it might be that the recipient's
caseworker does receive the referral, but is unfamiliar with the form and simply doesn't
respond to the referral. In any case, the lack of proper communication and understanding
between the two agencies is clearly a cause for concern which has resulted in fraud allegations
not being investigated. More importantly, it creates a system without consequence or
punishment. The problem is now further aggravated because ORS has recently decided to not
open these cases in their computer system, which means there will be no efficient way to
follow up on any of these cases, if that were considered necessary, or to know how frequently
cases are referred.

During the course of our audit, there was concern expressed to us by ORS staff that OFS
personnel have an attitude and philosophy that is not necessarily consistent with the
investigation of fraud. They said OFS staff is trained to offer support to people, not take it
away. They feel this focus makes it difficult for OFS to aggressively pursue fraud cases, and
that when cases are pursued, they are done so primarily with current eligibility in mind, and
with less attention given to detecting the extent of past fraud and overpayment. In addition, the
Attorney General's Office is concerned that these cases are not reviewed to identify the
possibility of recipient disqualification and/or criminal prosecution. Early in our audit, the
Attorney General's Office had expressed concern that only recipients who commit fraud in the
metropolitan areas face the possibility of criminal prosecution, since this is officially ORS's
jurisdiction. Their concern is that this creates a type of discriminatory practice because fraud
is not treated with the same consequence everywhere, and those along the Wasatch Front face
the possibility of harsher punishment than those in the rural areas.

We asked the OFS investigators we contacted if they ever pursue cases for criminal
prosecution. A couple of them said they have either referred or pursued a few cases criminally
over the years, but it appears to be a small number and is not done on any kind of regular or
consistent basis. In fact, one OFS investigator and another OFS caseworker we contacted said
their understanding is that they are not authorized to conduct criminal investigations, and said
they thought this was the responsibility of ORS. This further illustrates the lack of
communication between these two agencies, and the confusion that exists as to who is
responsible for which activities.

The System Must Change to Detect
and Deter Fraud in Rural Utah

Aside from whatever investigations OFS may be doing on its own, it is obvious that very
little detection and deterrence of welfare fraud is occurring in rural Utah as a result of cases
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referred by ORS. The fact that these referrals of fraud in the rural areas of the state are not
being investigated is clearly a matter of concern, and needs to be addressed. Not only does
this represent lost welfare dollars as a result of past fraud and undetected overpayments, but
the recipients who are frauding the system continue to do so with little concern or consequence
of being caught, and that realization may spread to other welfare recipients. The message
which is sent, however unintentional it may be, is that there is relatively little consequence for
those committing fraud in the rural areas of the state. This is precisely the concern expressed
by the Attorney General's Office mentioned earlier, because it sets a precedent and essentially
creates a discriminatory practice that fraud in the metropolitan areas is investigated more
thoroughly and consistently—including the possibility of facing criminal prosecution—than is
fraud in the rural areas.

As we contacted other states, we found the responsibility for fraud investigation is typically
handled by one agency and occurs throughout the entire state. We believe that referrals of
welfare fraud in the rural areas of Utah must be consistently investigated to promote integrity
and fairness in public assistance programs. We base this conclusion on our finding in the
sample of cases reviewed, and on the idea that fraud will continue, and even increase, unless a
consistent effort to detect and deter it is not implemented. We also believe all fraud cases,
regardless of where they occur and by whom they are investigated, should be judged against
uniform criteria. This should include being investigated for the existence of an overpayment as
well as current eligibility, and being considered for disqualification and/or criminal
prosecution if the appropriate criteria are met. This is the only way to consistently send the
message that welfare fraud will not be tolerated, and that those caught committing fraud will
face the appropriate penalties and consequences.

The next section of this chapter will address the need for greater penalties to be assessed
against those who fraudulently obtain replacement welfare checks. These cases do not involve
issues of eligibility for welfare as this chapter has been discussing, but rather involve recipients
who lie about losing a welfare check so they can obtain a second check.

Check Fraud Lacks Significant Deterrence

Our review indicates that ORS takes little effective action to deter the incidence of public
assistance check fraud. Penalties of criminal prosecution and disqualification are for the most
part not enforced. Furthermore, past actions to recover overpayments from recipients have
taken excessive amounts of time. It is our opinion that excessive delays in investigating
suspected fraud cases contribute to the problem of repeat check fraud, and that deterrence is
almost non-existent. Finally, we found a trend of decreasing effectiveness in recovering
overpayments associated with these cases for the past four years. However, during this audit
ORS made personnel changes in the processing of check fraud cases which have thus far
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improved significantly the promptness and effectiveness of overpayment recovery. Although
we are encouraged by the improvement of processing time, ORS must build a more significant
deterrent into the check fraud process.

ORS is notified when a recipient has requested a duplicate welfare check due to the original
check being lost or stolen. An investigation for fraud takes place when both the original and
replacement checks have been cashed. The investigation determines whether the original check
was stolen and forged, or whether the recipient committed an intentional program violation by
cashing both checks. Since FY 1990, ORS has a monthly average of 426 open cases where
check fraud is being investigated. The number of these cases is increasing yearly, and as of
the end of the first quarter of FY 1995 the average number of open cases in any month is about
500.

Check Fraud Deterrence Is Needed

A greater emphasis on deterring check fraud through the imposition of appropriate
penalties is needed at ORS. The ORS mission statement includes a provision to reduce fraud
and abuse in public assistance programs. Certainly, one method of reducing fraud and abuse is
through an effective deterrence program. To determine the effectiveness of deterring fraud and
abuse, we reviewed 43 cases of possible check fraud that have been investigated by ORS. We
wanted to determine the outcome of the investigations and see what actions were taken to deter
subsequent fraud in those cases where the recipient had committed a program violation. What
we found indicates that past efforts and practices were ineffective in deterring intentional
program violations wherein public assistance checks were fraudulently obtained by recipients.

For example, of the 43 cases reviewed, only one documented instance of program
disqualification occurred even though 27 judgements were obtained and on 16 occasions the
recipient admitted to program violations. (A judgement is a legal ruling imposed by a court or
by an appropriate administrative body requiring an individual to pay a financial obligation.)
One recipient with 10 cases of suspected duplicate check fraud admitted to fraud in five of the
cases and judgements were taken in another four cases, yet there are no documented program
disqualifications. In another example, the recipient has six occurrences of suspected duplicate
check fraud. In two of the occurrences, the recipient admits to having fraudulently obtained a
duplicate check, and a judgement was obtained for three of the remaining cases. In fact, the
worker was so convinced that the recipient was a chronic abuser of the system that a hand-
written note in the file states that the recipient would be placed on "office issuance." This
means checks are not mailed to the recipient, but rather, are issued in person at the recipient's
local OFS office. That note was made 7 months before the last incident occurred. In a final
example, a recipient also with six cases of suspected fraud admitted to fraud in each instance
and was subsequently disqualified after the sixth occurrence. However, it took three years and
five additional occurrences before that action was finally taken. We understand that ORS only
began the disqualification program for AFDC in April 1993, so this may partially explain why
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so few disqualifications have been done in these cases. However, we see no penalty of any
form in the vast majority of these cases through any means, and we believe this has created an
environment conducive to fraud.

In our opinion, the lack of immediate and sufficient enforcement by ORS may have
encouraged chronic abusers to continue repeated instances of check fraud. In fact, a former
check fraud investigator said that program disqualifications as a penalty for intentional
violations were not something that she "was 